Are Labor Shortages Killing the Expansion? by William McEachern
By William A. McEachern
In the Spring issue of The Quarterly, I expressed
concern about Connecticut’s flat labor force, sug-
gesting that worker shortages might choke off the
recovery (“Job Totals Rising, Labor Force Shrinking?
Go Figure.”).  As if on cue, the following headline
appeared recently “above the fold” on the Hartford
Courant’s front page:  “Economic Growth Slowing in
State” (7/30/1998). The report warned that, while a
recession is not necessarily imminent, “the evidence
of a slowdown is all around us.” (Fleet Bank econo-
mist Nick Perna mused in the story “To me the real
question right now is, are we going to start  using
the ‘R’ word again pretty soon.”)
The placement and tenor of that story make it
arguably the most visible and the most negative
report on the state economy in the last half-dozen
years. The story’s main piece of evidence is that
“since December, only 2,400 jobs have been
added” to the state’s economy. Let’s review the
evidence, particularly the jobs picture. Then we’ll
consider how additional jobs might be filled,  even
if the state’s labor force remains flat. 
Is Job Growth Slowing, or Just Taking 
A Breather?
The Courant story underscored the State Labor
Department’s estimates showing that Connecticut
added only 2,400 new jobs between December
1997 and June 1998.  That much is true.  But let’s
put those job estimates in context.  The point of
initial reference, December, was an extraordinary
month of job growth; December added 8,000 jobs
above November totals on a seasonally-adjusted
basis. In fact, the entire fourth quarter of 1997 was
exceptional, with a growth of 18,200 jobs above
the third quarter level. That was triple the average
quarterly growth since the recovery began, and the
largest job growth in more than a decade.
The history of Connecticut’s current recovery
shows that after every strong quarter of job
growth, growth slowed considerably for the next
quarter or two.  The chart on the facing page
depicts the percentage growth in seasonally-adjust-
ed job totals from quarter to quarter since the job
recovery began in earnest in the second quarter of
1994.  Note that following each of the four
“spikes” of exceptional growth, growth declined by
more than half in the subsequent quarter. What’s
more, after three of the four growth spikes, job
growth remained low for at least two quarters.  So
each quarter of sharp growth has been followed by
a quarter or more of relatively modest growth. The
economy seems to catch its breath to absorb the
growth spurt.  
Thus, it should come as little surprise that the
4.6% growth rate in the fourth quarter of 1998, the
highest in more than a decade, was followed by
two quarters of much lower growth.  In fact, a third
quarter of slow growth may be in the cards.  Still,
jobs in the second quarter of 1998 stood 8,100
above the fourth-quarter 1997 level.  This gain is in
line with what followed earlier quarterly surges.
The economic slowdown may have already begun,
as the Courant story suggests, but we think that
one or two more quarters of slack performance are
necessary before making such a call.  
We know that the job market is tight. For exam-
ple, a recent study by the MetroHarford
Millennium Project says that at the end of 1997,
there were 4,622 open jobs among the 32 major
Greater Hartford employers surveyed, 6.8% of the
total number employed at these companies.  The
current concern is not so much that of flagging
demand (though Asian problems and a cooling
national economy loom), but the tightening labor
supply. How can Connecticut’s expansion continue
if we run out of fresh troops? The balance of this
article explores ways that job totals could grow
even if the labor force doesn’t. 
Adding Jobs from the Existing Labor Force
Since estimates of Connecticut’s labor force—the
total employed plus those looking for work—have
remained essentially flat for the last three years, it
makes little sense to rely on an expanding labor
force to fill new jobs. Given a flat labor force,
where will new workers come from?  Let me count
the ways.
1. The ranks of the unemployed. The unem-
ployment rate dropped to 3.8% in the second quar-
ter of 1998. The lowest unemployment rate in the
last two decades was the 3.0% achieved in 1988. If
the unemployment rate dipped to that historic low,
we could squeeze an additional 14,000 workers
from the ranks of those currently unemployed. 
2. Part-time workers. Based on The Quarterly’s
most recent poll, part-time workers account for
about one in eight workers. And of those working
part time, about one in eight say they are seeking
full-time employment. Consequently, part-timers
seeking full-time work represent a potential labor
pool to fill about 30,000 full-time positions.
Another subset of part-time workers actively 
seeks additional part-time employment; this group
could take the jobs of part-timers who find full-
time work. 
3. Workers under 16. Although not counted in
the labor force, 14- to 15-year olds can work part
time during the school year and longer during the
summer.  The point is not that young people repre-
sent a critical labor pool but rather that every
young worker who takes a job bagging groceries
frees up an adult who can move to more produc-
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tive, and higher paying, work.  According to
Connecticut’s most recent demographic profile (see
the chart on page 3), the number of 14-  and 15-
year olds will increase by about 5,000, or 6.2%, in
the next two years.
4. The self-employed. Job estimates reported by
the Labor Department do not include the self-
employed, though this group is counted in total
employment, a second measure of work activity
(See “Straws in the Wind” on page 18 for the dis-
tinction between jobs and employment).  A crude
indicator of self-employment emerges by subtract-
ing the job total from the employment total. In
1992, for example, employment exceeded jobs by
154,000.  At that time many who had lost jobs,
some still drawing severance pay, became self-
employed consultants. Some actually were consul-
tants, often working for the firm that let them go,
but others preferred to call themselves consultants
rather than unemployed. Since then, apparently a
huge number of those who were self-employed
found regular jobs—enough to narrow the gap
between employment and jobs from 154,000 in
1992 to only 10,000 by the second quarter of 1998.
Jobs in Connecticut jumped from 90.8% of
employment in 1992 to 99.4% in 1998.  Since one
person can hold more than one job, no iron law
keeps jobs from exceeding employment, but that
has never occurred. The national ratio of jobs to
employment in 1998 was only 80.9%.  That’s a
remarkable difference—perhaps an unbelievable
difference, as will be noted shortly. 
An Expanding Labor Force
Granted, none of the alternatives discussed so
far are very promising, particularly in terms of the
skill level of workers.  Diminishing returns set in
as employers dig deeper into the labor force. And
fewer workers are likely to be available with the
skills in greatest demand, such as information
technology.  But you should remember that the
Connecticut economy has added more than 100,000
jobs since the current recovery began, while the
labor force was declining or flat. The workers who
filled these jobs came from somewhere—they came
from the above list of alternatives. 
Labor force expansion is a more long-run solu-
tion.  Here are two possibilities.
1.  Draw Connecticut adults back into the
labor force. There are tens of thousands of adults
in Connecticut—retirees, so-called discouraged
workers, non-working spouses, those now on wel-
fare—who for one reason or another dropped out
of the labor force or failed to join it. Connecticut’s
population of adults not now in the labor force
represents the most promising source of additional
workers.  
2.  Attract workers from other states. The loss
of workers through net migration contributed to
Connecticut’s current labor shortage. Attracting
workers from other states could be part of the solu-
tion.  According to migration research, few workers
during the 1990s came to Connecticut on spec—
that is, without a job in hand.  But a tightening job
market along with attractive pay, sooner or later,
should attract workers from other regions.
Unfortunately, nearly all regions around the coun-
try are doing well (some with unemployment rates
below 2.0%), so our tight job market has less mag-
netic appeal.  One solution has companies bringing
their own labor supply. For example, Pratt &
Whitney reportedly plans to bring much of its
Florida-based Government Engine Business staff to
Connecticut, a move that could result in a net
increase of well over 1,000 workers.  You might say
that Pratt is moving the operation to Connecticut
lock, stock, and barrel (an apt expression since Eli
Whitney invented mass production using inter-
changeable parts–specifically the locks, stocks, and
barrels of muskets). 
Maybe Labor Force Estimates Are Too Low
Finally, another possibility won’t itself solve
Connecticut’s tight labor market, but it might help
explain some of what’s been going on. Our labor
force might, in fact, have expanded in recent years,
but surveys have simply missed that growth.  The
federal government estimates employment, unem-
ployment, and the labor force each month based
on a survey of about 550 Connecticut households.
In contrast, job totals are estimated by the state
through a monthly survey of 5,000 Connecticut
employers.  Thus, job estimates are likely more
reliable than the unemployment, employment, and
labor force estimates. The wild difference between
Connecticut and the nation in the ratio of jobs to
employment (i.e., 99.4% versus 80.9%) suggests
that estimates of Connecticut’s employment, and
hence the labor force, are simply too low.  If the
labor force is underestimated, this does not in itself
resolve the current tightness in the job market, but
it at least raises the possibility that a growing labor
force will supply growing job demands. 
Developed by The Connecticut Economy based on job estimates from the Connecticut Department of Labor.  
Connecticut Quarterly Job Growth 
Slowed After Each Surge 
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